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In an effort to control one of the activities of organized crime in Mexico, President Enrique Peña
Nieto’s administration has enacted tighter restrictions on casino operations. Peña Nieto issued an
executive order banning slot machines and limiting the ability of casino permit holders to rent out
or cede their permits to other operators. By issuing the executive order, the president pre-empted
the need for the high court (Suprema Corte de Justicia de la Nación, SCJN) to issue a ruling on the
legality of slot machines, a matter that ex-President Felipe Calderón had brought to the court.
Peña Nieto’s executive order, published in the federal register (Diario Oficial de la Federación)
on Oct. 24, modified existing law (Ley Federal de Juegos y Sorteos) by tightening rules on casino
licensing procedures. In addition to banning the common practice of operators to rent their
permits, the new rules also limit licenses to 25 years from the previous 40 years. The Secretaría de
Gobernación (SEGOB) said there were 32 casino permits as of early October, covering about 700
casino operations throughout the country.
The decree imposes a full ban on slot machines, regardless of whether they involve a random or
fixed payment system. Slot machines are known in Mexico as tragamonedas (coin swallowers). In
the president’s directive, slot-machine gaming constitutes all "activity in which the participant,
through a device or device of any kind, subject to chance, makes a bet, by inserting a ticket, coin,
token, or any electronic payment devices or similar object in order to gain a prize." The directive
does not apply to coin-operated video and fair games.
Peña Nieto’s move eliminated the need for the SCJN to issue a constitutional ruling on Calderón
request in October 2012 that the court declare slot machines illegal, except in cases where SEGOB
granted special permits. Justice Alberto Pérez Dayán had been scheduled to lead a review of the
case, but the brief was retired after Peña Nieto issued the executive order.
By some estimates, gaming represents a market of more than US$10 billion annually. Nevertheless,
some industry sources point out that the earnings do not come from slot machines but from other
operations. In an interview with CNNExpansión in December 2011, executives from the gaming
company Codere said 95% of the revenues obtained from the company’s 19,000 slot machines have
been distributed back to the clients. "There is a mistaken perception [about our earnings from slot
machines]," said Codere president Beatrice Rangel. "Our margin of profit is only 5%, which means
only about 800 or 900 pesos (US$61 o US$69) daily."

A move against organized crime
Authorities acknowledged that the move to control casinos is an effort to limit the activities of
organized crime. By banning the transfer of permits, authorities hope to keep closer scrutiny
on casino operators. "There are currently several facilities operating without a permit," Interior
Secretary Miguel Ángel Osorio Chong said in testimony to the Senate in early October. "In many
cases, there is information that organized crime is involved."
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Still, the administration’s move has its share of skeptics, who suggest that Peña Nieto’s efforts do
not address a larger problem in Mexico. "It is difficult to see how these measures are going to limit
those who earn their living by fleecing thousands of Mexicans who have the illusion of making easy
money," columnist Héctor Moctezuma wrote in the Mexico City daily newspaper Milenio.
"The problem is that the new rules do not address the problem in depth, as the gaming houses
operate with very little transparency," added Moctezuma. "The machines have been tampered with,
and there is little or no treatment available for gambling addicts as there is for alcohol or tobacco
addictions."
Conversely, members of the gaming industry are pleased with the administration’s efforts to
control the casino industry. In an interview with the Mexico City daily newspaper Reforma, several
executives said the regulations would add a level of financial certainty to their industry, allowing
for greater investments. One gaming operation, El Palacio de los Números, said there are plans to
spend about US$20 million on the company’s 22 facilities around the country before the end of the
year.

Casinos shut down
The government has already taken action against some of these gaming operations. In January
2012, the Secretaría de la Defensa Nacional (SEDENA) shut down 28 casino operations as part of a
special crackdown on organized crime known as Operación Noreste. The casinos were in the states
of Tamaulipas, San Luis Potosí, Nuevo León, and Coahuila.
More recently, a handful of state governors moved to shut down several-dozen casinos shortly
after Osorio Chong’s testimony to the Senate. "[The testimony coincided with a large-scale closing
of legal casinos by Govs. Rubén Moreira of Coahuila, José Osuna Millán of Baja California, and
Rodrigo Medina of Nuevo León," said the Web site Antilavadodinero.com, which monitors
operations to combat money laundering in Mexico.
Antilavadodinero.com said a major force behind the operations in Nuevo León is Monterrey Mayor
Margarita Arellanes Cervantes, who has launched a high-profile campaign to shut down casinos
in the city, with an eye on the 2015 gubernatorial election. If elected, Arellanes—a member of the
conservative Partido Acción Nacional (PAN)—would be the first woman governor of Nuevo León
The spotlight has been on casino operations in Monterrey for the past several years, particularly
following the fatal arson at the Casino Royal, which killed dozens of patrons in August 2011. The
violent attack was attributed to the Zetas drug cartel (SourceMex, Aug. 31, 2011).
Because of the large number of casinos in Monterrey and elsewhere in Nuevo León, the gaming
committee (Comisión de Juegos y Sorteos) of the Chamber of Deputies has chosen the state to hold
the first-ever consultation on casinos sometime in late November or early December. "We selected
Nuevo León because it is one of the states with the largest number of casinos and lotteries," said
federal Deputy Arturo Salinas, chair of the gaming committee in the lower house. He said other
communities and states with a large number of casino operations are the city of Tijuana and the
states of Jalisco and México.
Local authorities in Guadalajara, Jalisco’s largest city, are also considering enacting tighter controls
on casinos. City councilor Mario Salazar Madera has introduced a resolution asking the appropriate
agencies to conduct a comprehensive review of all gaming operations in the city to ascertain
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whether they are in compliance with municipal and state laws. This would include a review of all
machines as well as financial statements to ensure that all the appropriate taxes have been paid.
[Peso-dollar conversions in this article are based on the Interbank rate in effect on Oct. 31, 2013,
reported at 13.00 pesos per US$1.00.]
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